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INFO OCT-OI ISO-00 SOE-02 AID-05 CEA-01 CIAE-00 
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R 072357Z MAY 78 
FM AMEMBASSY WELLINGTON 
TO SECSTATE WASHDC 5526 

UNCLAS WELLINGTON 02357 


E.O.II652:N/A 
TAGS: ENRG, NZ 

SUBJECT: THE CONTINUING SAGA OF HUNT PETROLEUM, THE GNZ, 

AND THE SEARCH FOR OIL 

REF: WELLINGTON 1049 

1. AS INDICATED IN REFTEL, THE SEAHUNT GROUP (HUNT 
PETROLEUM OF DALLAS AND PHILLIPS OF BARTLESVILLE, OKLAHOMA) 
HAS HAD A COMMITMENT TO DRILL FIVE WELLS OFF NEW ZEALAND'S 
SOUTH ISLAND, AND HAS THREATENED TO ABANDON DRILLING ONCE 
THE FIFTH HOLE HAS BEEN PLUGGED. LIKE THE FOUR BEFORE IT, 

THAT FIFTH HOLE WAS RECENTLY FOUND TO BE DRY, AND HUNT 

HAS DECIDED NOT TO PRESS FURTHER FOR THE TIME BEING. 

2. THE DECISION IS BASED ON A CONTINUING DISPUTE WITH THE 
GOVERNMENT OF NEW ZEALAND OVER THE TERMS OF TAXATION OF 
ANY STRIKE WHICH MAY EVENTUALLY BE MADE WITHIN THE GREAT 
SOUTH BASIN, THE HUGE AREA BORDERED ROUGHLY BY THE 
SOUTH OF THE SOUTH ISLAND, AND THE AUCKLAND, CAMPBELL, 
ANTIPODES AND BOUNTY ISLANDS. SEAHUNT HOLDS LICENSES 

TO EXPLORE WITHIN THIS AREA WHICH EXPIRE SEPTEMBER 30, 

1979. 

UNCLASSIFIED 
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3. UNDAUNTED BY SEAHUNT'S DECISION TO SUSPEND FURTHER 
DRILLING, THE GOVERNMENT HAS DECIDED TO PROCEED ON ITS 
OWN THROUGH PETROCORP EXPLORATION, A WHOLLY-OWNED GNZ 
CORPORATION. PETROCORP WILL LEASE SEAHUNT'S PENROD 74 
DRILLING RIG AND HAS BUDGETED NZ DOLLARS 15 MILLION TO 
DRILL TWO WELLS, ONE 70 KILOMETERS EAST OF STEWART ISLAND, 
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THE OTHER 20 KILOMETERS OFFSHORE OE DUNEDIN. (THE FIVE 
WELLS DRILLED TO DATE HAVE COST NZ DOLLARS 57 MILLION, 

OF WHICH SEAHUNT PAID 60 PERCENT AND THE GOVERNMENT 40 
PERCENT.) IF EITHER OR BOTH WELLS PROVE PRODUCTIVE, THE 
GNZ WILL RECOUP SIX TIMES ITS INVESTMENT COST FROM 
THE INITIAL REVENUES, AND, ASSUMING SEAHUNT THEN REJOINS 
THE EEFORT, WOULD SHARE SUBSEQUENT REVENUES ON A 5 1/49 
BASIS, THE GNZ TAKING THE LARGER SHARE. 

4. THE LOCAL PRESS EARLIER IN THE WEEK QUOTED A HUNT 
OFFICIAL IN DALLAS AS HAVING SAID THAT THE GNZ HAD 
"HARRASSED" HUNT OVER THE TAX ISSUE INTO WITHDRAWING 
FROM THE SEARCH. HUNT'S LOCAL MANAGER MOVED QUICKLY 
TO CALM THE WATERS, AEFIRMING HUNT'S INTEREST IN 
REMAINING ACTIVE IN NEW ZEALAND AND IN CONTINUING 
NEGOTIATIONS OVER THE TAX FORMULA. 

5. EMBASSY COMMENT: THE GOVERNMENT'S DECISION TO PROCEED 
SOLO IS BASED ON THE SOLE RISK PROVISION OF ITS CONTRACT 
WITH SEAHUNT WHEREBY EITHER PARTNER CAN PROCEED ALONE 
IN THE EVENT OF DISAGREEMENT BETWEEN THE CONTRACTING 
PARTIES. THIS DECISION DOES NOT ELIMINATE HUNT AND 
PHILLIPS FROM THE EQUATION. SEAHUNT WILL ABSENT ITSELF 
FROM THE DRILLING, BUT NOT FROM THE BARGAINING TABLE. 
SELDEN 

UNCLASSIFIED 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM, OFFSHORE DRILLING 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 07 may 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 jan 1960 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978WELLIN02357 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D7801 94-0653 

Format: TEL 
From: WELLINGTON 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780585/aaaacujr.tel 

Line Count: 86 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: aef2b4a2-c288-dd11-92da-001cc4696bcc 
Office: ACTION EA 

Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: 78 WELLINGTON 1049 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 29 mar 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: N/A 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2767623 
Secure: OPEN 
Status: NATIVE 

Subject: THE CONTINUING SAGA OF HUNT PETROLEUM, THE GNZ, AND THE SEARCH FOR OIL 
TAGS: ENRG, NZ, HUNT PETROLEUM 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/aef2b4a2-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



